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DOH/PPA/…CON#1510-042                                                         Lebanon HMA, LLC d/b/a McFarland Specialty Hospital 
                                                                       Construction, Renovation, Expansion, and 
                                                                     Replacement of Health Care Institutions 
 

CERTIFICATE OF NEED 
REVIEWED BY THE DEPARTMENT OF HEALTH 

DIVISION OF POLICY, PLANNING AND ASSESSMENT 
615-741-1954 

 
DATE: December 31, 2015 
  
APPLICANT: Lebanon HMA, LLC d/b/a McFarland Specialty Hospital 
 500 Park Avenue 
 Lebanon, Tennessee 37355 

 
 CN1509-042 

 
CONTACT PERSON: Michael D. Brent, Esquire 
 1600 Division Street, Suite 700 
 Nashville, Tennessee 37201 
  
COST: $22,500,000 
In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of 
2002, the Tennessee Department of Health, Division of Policy, Planning, and Assessment, reviewed 
this certificate of need application for financial impact, TennCare participation, compliance with 
Tennessee’s State Health Plan, and verified certain data.  Additional clarification or comment 
relative to the application is provided, as applicable, under the heading “Note to Agency Members.” 
 
SUMMARY: 
Lebanon HMA, LLC, d/b/a as McFarland Specialty Hospital, d/b/a University Medical Center, seeks 
Certificate of Need (CON) approval for the consolidation of all beds pursuant to its 245-bed 
hospital license to the main campus at 1411 Baddour Parkway, Lebanon, Tennessee 37087, 
including the relocation of three units: a 16-bed behavioral health unit, a 16-bed mood disorder 
unit, and a 10-bed inpatient rehabilitation unit, to its main campus from their current satellite 
location at 500 Park Avenue, Lebanon, Tennessee 37087, and the renovation of other areas of the 
main campus buildings including surgery and endoscopy. 
 
The project involves the renovation of 53,006 square feet and the construction of 700 new square 
feet at a cost of $247.52 and $232.90 per square, respectively. 
 
Ownership of Lebanon HMA, LLC d/b/a McFarland Specialty hospital d/b/a University Medical 
Center consisted Knoxville HM Holdings with 98.31% and CHS Tennessee Holdings, LLC with 
1.69%. 
 
The total project cost is estimated to be $22,500.000 and will be funded through internal funds as 
specified in a letter from the Senior Vice President and Treasurer in Attachment C. Economic 
Feasibility-2. 
 

GENERAL CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all of the general criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 
NEED: 
The applicant’s service area includes Davidson, Macon, Rutherford, Smith, Warren, and Wilson 
counties.  The following chart provides the 2016 and 2020population projections for the applicants 
service area. 
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Service Area Total Population 2016 and 2020 
County 2016 

Population 
2020 

Population 
% of Increase/ 

(Decrease) 
Davidson 680,427 714,756 5.0% 
Macon 23,453 24,202 3.2% 
Rutherford 318,638 357,615 12.2% 
Smith 20,207 20,833 3.1% 
Sumner 178,730 190,261 6.5% 
Warren 40,872 41,446 1.4%% 
Wilson 129,094 138,561 7.3% 

Total 1,391,421 1,487,674 6.9% 
Tennessee Department of Health, Division of Policy, Planning, and Assessment-Office of Health Statistics, 2020,       
Tennessee Population Projections 2000-2020, Revision June 2013, Revision 

 
This project consists of renovations to the main hospital buildings surgical department, renovation 
of space formerly uses as an outpatient surgery department into an endoscopy department, and 
the consolidation of the applicant’s two campuses, University Medical Center and McFarland 
Specialty Hospital. 
 
The first floor of the Outpatient Surgery Center houses a Progressive Care Unit (PCU) licensed for 
58 beds that will be relocated to the third floor of the North patient tower on the Main Campus.  
That floor is currently shell space so it will be built out to accommodate the PCU.  The North 
patient tower currently houses medical and surgical beds, outpatient physical therapy, and a 
cardiac rehabilitation and catheterization labs on its floors. 
 
The PCU’s former location will contain the rehabilitation and behavioral health beds.  There will be 
a two story elevator tower to service the top floor of the outpatient center. 
 
The endoscopy department will be relocated into a larger space in the outpatient center.  The 
surgery department will be renovated and modernized.  When completed, the facility will have 5 
operating rooms in the surgery department, 4 patient recovery bays, and 2 endoscopy rooms with 
fluoroscopes and bronchoscopy capabilities in the endoscopy department, 58 (30 staffed) PCU 
beds, 49 (32 staffed) psychiatric beds, and 26 (10 staffed) rehabilitation beds.  The hospital will 
continue to be licensed for 245 beds. 
 
The proposed project will consist of the renovation of surgery, endoscopy, progressive care units 
as well as those units transferred from the satellite campus.  The units formerly located on the 
satellite campus consist of 3 units: the applicant proposes to locate on the same floor: two initially 
staffed at 16 beds each and one initially staffed at 10-beds.  Each unit will have one nursing 
station and the behavioral health units will also have activity and group therapy areas.  An elevator 
will be installed from the ground floor to the first floor to more easily transport patients to the 
ground floor for imaging services and provide for the mobility issues of rehabilitation patients. 
 
The applicant needs to consolidate the two campuses in order to serve the multiple patient 
populations, especially in Wilson County where they are the only hospital.  With the consolidation, 
they will have the ability to conveniently provide psychiatric and rehabilitation services by 
increasing efficiency in the delivery of services and ensuring the ability to provide the services in 
times of high and low demand.  This project will eliminate the staffing restraints caused by 
maintaining two facilities.  This should allow the applicant to have the necessary resources 
available to meet the needs of all their patients. 
 
The applicant states they periodically assess their department to ensure they meet all standards 
and continue to improve in respect to quality.  The third floor renovations are required in order to 
move patients to the PCU unit, and the endoscopy and surgery renovations are needed to increase 
efficiency and use space previously underutilized to increase the efficiency and quality of those 
services. 
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TENNCARE/MEDICARE ACCESS: 
The applicant participates in both the Medicare and TennCare programs. 
 
The applicant projects year one Medicare revenues of $201,766,019 or 26% of total gross 
revenues and TennCare revenues of $147,444,398 or 19% of total gross revenues. 
 
ECONOMIC FACTORS/FINANCIAL FEASIBILITY: 
The Department of Health, Division of Policy, Planning, and Assessment have reviewed the Project 
Costs Chart, the Historical Data Chart, and the Projected Data Chart to determine if they are 
mathematically accurate and if the projections are based on the applicant’s anticipated level of 
utilization.  The location of these charts may be found in the following specific locations in the 
Certificate of Need Application or the Supplemental material: 
 
 Project Costs Chart:  The Project Costs Chart is located on page R-30.  The total project 

cost is $22,500,000. 
 

 
Historical Data Chart: The Historical Data Chart is located in Attachment C, Economic 
Feasibility 4.  The applicant reported 36,287, 33,592, and 32,314 patient days in 2012, 2013, 
and 2014 with net operating revenues of $10,659,612, $9,322,449, and $4,457,119 each 
year, respectively.  

 
Projected Data Chart: The Projected Data Chart is located in Attachment C, Economic 
Feasibility 4.  The applicant projects 38,049 and 38,486 patient days in years one and two 
with net operating revenues of $13,849,254 and $14,343,344 each year, respectively. 

 
The applicant provided the average charges, deductions, net charge, and net operating income 
below. 
 

 Year One Year Two 

Average Gross Charge $8,260.91 $8,261.11 

Average Deduction  $7,156.62 $7,155.88 

Average Net Charge $1,104.29 $1,104.23 

 
The applicant compares their charges with Sumner Regional Hospital, TrustPoint Hospital, and 
Riverview Regional Medical Center South on page 42 of the application. 
 
The alternative of doing extensive restorations to the building on the satellite campus was 
considered but it was determined that this project was more beneficial and could improve several 
other departments on the main campus, too. 
 
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE: 
The applicant lists their affiliations in Section A. 13 of the application.  In addition, University 
Medical Center has a transfer agreement with Vanderbilt University Hospital. 
 
The applicant does not anticipate any material shifting of patients or patient days from other 
providers in its service area. 
 
The applicant provides the current and proposed staffing for the projects of page R-45.  The 
applicant does not anticipate the project will cause staffing changes. 
 
University Medical Center has numerous relationships with educational institutions in the areas of 
medicine nursing, social work, etc. which they list on page 46 of the application. 
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The applicant is licensed by the Tennessee Department of Health, Board for Licensing Healthcare 
Facilities and accredited by The Joint Commission. 
 

SPECIFIC CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 

CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT 
OF 

HEALTH CARE INSTITUTIONS 
 
1. Any project that includes the addition of beds, services, or medical equipment will be 

reviewed under the standards for those specific activities. 
 
 This criterion is not applicable. 
 
2. For relocation or replacement of an existing licensed health care institution: 
 
 a. The applicant should provide plans which include costs for both renovation and 

relocation, demonstrating the strengths and weaknesses of each alternative. 
 
 b. The applicant should demonstrate that there is an acceptable existing or projected 

future demand for the proposed project. 
 
  The applicant states the above criteria are not applicable because beds are being 

shifted from the satellite campus to the main campus and is not a relocation of a 
healthcare institution.  

 
3. For renovation or expansions of an existing licensed health care institution: 
 
 a. The applicant should demonstrate that there is an acceptable existing demand for the 

proposed project. 
 
  The applicant reports demand for psychiatric services remains steady as evidenced by 

the average daily census. 
 
 b. The applicant should demonstrate that the existing physical plant’s condition warrants 

major renovation or expansion. 
 

The building on the satellite campus requires extensive repairs/renovations and it is not 
financially feasible to do so when the main campus can accommodate the needed 
services.  This project will benefit other units as well allowing the three being relocated. 


